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INSTRUCTIONS: 
1. This paper consists of TEN pages. If your paper does not contain all the pages, please 
put up your hand so that a replacement paper can be handed to you. 
2. Answer all the questions. 
3. Answer each question on a separate folio.  
4. Calculate the time that you should spend on each question by multiplying the number of 
marks for each question by 1,5 to determine the time, in minutes, available for each 
question. Adhere to these time constraints in order to finish the paper in the given time. 
5. Delete all (even single open lines) open spaces on your answer sheets with pen. Pages 
on your answer sheets that contain open spaces will be marked as such and those pages 
will not be eligible for a remark. 
6. No tippex or pencil may be used on your answer sheets. Pages on your answer sheets 
that contain pencil or tippex will be marked as such and will not be eligible for a remark. 
7. All the examination regulations of the UJ and the policy document for students of the 
Department of Accounting will apply during this assessment. 
8. Keep this paper for your record purposes. 
9. The neatness, disclosure and presentation of your answers will be taken into account 
when marking your paper. 
10. Read questions carefully, if you need to provide explanations you should always use 
full sentences, refrain from simply naming facts. 
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Question 1                61 MARKS 
 
This question consist of 2 independent parts. 
 
PART A                 38 MARKS 
 
During the period 2008 – 2011 the SANRAL (South African National Road Agency 
Limited) engaged in a project called GFIP (Gauteng Freeway Improvement Project).  
The purpose of this project was to upgrade the roads of Gauteng and ensure better 
quality roads and more lanes on the highway.  The rationale behind this project was 
to manage the increase in traffic that took place over the past few years. 
 
During the planning process of this project, the public’s feedback were not properly 
taken into consideration. This lead to great unhappiness amongst the citizens when 
the project went live. 
 
Upon questioning SANRAL about the costs incurred for this project, it became evident 
that they were trying very hard to justify the costs that they had incurred.  Part of the 
GFIP was to implement a new tolling system which will be working on a camera basis 
where the camera will capture the cars once they drive under the camera and will then 
send a bill at the end of the month to each vehicle owner.  
 
An independent company started to investigate the costs SANRAL incurred for this 
project.  Although it is noted that there are no world wide price list available for such 
projects, there are however case studies from which a standard can be derived.  The 
research shows that SANRAL clearly overpaid for the project when compared to other 
countries.  When comparing the information, matters such as conversion from miles 
to kilometres, yearly inflation, exchange rates as applicable in 2010 and the number 
of lanes which were taken into account in obtaining the necessary information.  
 
Research indicates that SANRAL paid R 17,9 billion rand for the project which 
amounts to a staggering 136% in overcharging.  This is just for the road portion of the 
project. When including all the other costs incurred, SANRAL overpaid by a 
percentage of 321%.  Taking the percentages into account, it is evident that the project 
has not been managed properly and a budget has not been kept in mind when 
expenses was approved. 
 
When SANRAL was questioned regarding why the e-toll process is being forced down 
everyone’s throat it became evident that the whole project was undertaken by an 
international company who now demands to be paid.  SANRAL needs to cover 
operating costs for every person who is managing the system.  They, SANRAL, feel 
that the citizens have to pay the fees as it is very little per toll gate and it has improved 
the roads in Gauteng substantially. They further justified the use of an international 
company as they do not have the necessary skills at their disposal to have done such 
a big project on their own.  
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The broader public has boycott the tolling system since its inception.  The reason for 
the boycott is due to the fact that the system has gone live without properly informing 
the public of it going live, there were no opportunities for the public to raise concerns 
before building of the system commenced.  What is said and what is implemented in 
reality turned out to be two separate things. Before implementation the public were 
informed that they will start paying at an on ramp and will only pay for the section of 
the road used, however, in reality there is no tolling at the on ramps and you are billed 
for an entire section of road between the toll gates irrespective of whether you have 
used the part of highway or not. Statements that have been issued to the citizens have 
been sent to the wrong people or was found to be inaccurate.  Certain vehicles are 
exempt from paying e-tolls. 
 
Implementing the e-tolling system has created a situation where food prices have 
increased as producers have to recover money from the consumers when food is 
being transported from outside the Gauteng area.  It became clear when SANRAL was 
being cornered by all the public interest companies that the system had not been 
properly registered in terms of section 22 of the Legal Metrology Act.  
 
 
 
YOU ARE REQUIRED TO: MARKS 
 
(a) 
 
Apply the RIMS strategy to resolve the above mentioned dilemma. 
 
 
(25) 
 
(b) 
 
Discuss at the micro, meso and macro level how the e-toll project 
influences the society. 
 
 
(6) 
 
(c) 
 
Identify the possible stakeholders that could be affected by the e-
toll and discuss why you have identified them as stakeholders. 
 
 
(6) 
LOGIC & LAYOUT (1) 
TOTAL MARKS (38) 
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PART B                  23 MARKS 
 
Mrs B Ride is the owner of a small wedding venue that caters for the average Joe’s 
wedding budget.  The main focus of her business is to provide brides with an ‘all 
inclusive’ package at a very reasonable rate.  The packages offered include 
everything, from designing an invitation, arranging a meeting to taste the cake and the 
food, determining the flow of events, up to that minute where you walk down the isle.  
Mrs Ride ensures that every step is a breeze for her brides to be. 
 
She started the business from her home 8 years ago with only a laptop and an idea.  
In the beginning she focussed mainly on having the weddings in public areas such as 
parks since she couldn’t obtain financing from the bank to buy her own venue.  
 
Two years after the first wedding, Mrs Ride was able to obtain financing from the bank 
and purchased a nice plot just outside Johannesburg.  The plot has been re-done, and 
is the perfect place to get married, with the sun setting over the open grass fields, and 
the small chapel with coloured windows.  Her venue, Sunset, became very popular 
and business boomed. 
 
Mrs Ride recently employed 7 new staff members to bring her total staff complement 
up to 30. The process which was followed to employ new staff is to advertise, conduct 
interviews and appoint the person she liked the most.   
 
While reviewing the 2016 financial information, Mrs Ride realised that something is 
very wrong.  Her profit for the 2016 financial year remained fairly in line with the 2015 
financial year, even though the prices of the packages were increased for the 2016 
financial year and there were more weddings in 2016 than in 2015.  
 
Through some rigorous investigation Mrs Ride found that the bookkeeper whom she 
appointed in the middle of 2016 have been accounting for the 2016 weddings using 
the 2015 financial year prices.  When asking why he did that, he answered that he 
couldn’t pay his child’s medical bills anymore and this was the easiest way to get his 
hands on some money.  It’s really important to pay the bills otherwise the medical 
centre will not continue treatment, therefore, he need the money. He also stated that 
because he was in charge of receiving money, invoicing the brides, accounting for the 
wedding and banking the money without any supervision it really wasn’t that difficult. 
 
In order to prevent a similar situation from happening again Mrs Ride decided to make 
some changes to how things are done.  She decided to employ more people to ensure 
proper segregation of duties and also to implement an ethical code against which her 
employee’s actions can be measured.  Mrs B Ride decided to implement the universal 
ethical code which is used by event planners all over the world.  The code Mrs. B Ride 
implemented is provided on the next page. 
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• Members shall continually strive to raise the level of professionalism and excellence 
in the events industry through ethical, reliable and competent conduct. 
  
• Members shall provide compassionate, professional service of the highest level at all 
times. 
  
• Members shall utilize continuing education programs and networking opportunities to 
enhance their knowledge base and raise their level of professionalism. 
  
• Members shall adhere to all safety standards set for the industry. 
  
• Members shall utilize proper legal contracts to protect themselves and their clients. 
  
• Members shall maintain appropriate insurance coverage for all business activities. 
  
• Members shall treat other event professionals with the utmost respect. 
  
• Members shall encourage newcomers to the industry through local mentoring and 
intern programs. 
  
• Members shall provide their time and talent to benefit their community through the 
local Chapter’s philanthropic efforts or other opportunities. 
  
• Members shall act in accordance with the Code of Ethics, Bylaws and Policies. 
 
 
 
YOU ARE REQUIRED TO: MARKS 
 
(a) 
 
Discuss whether the actions of the accountant constitutes fraud. 
 
 
(5) 
 
(b) 
 
i) Identify which ethical code Mrs Ride have implemented 
and discuss the advantages and disadvantages of this 
code. 
ii) Furthermore advise as to whether you agree with her 
decision or not. 
 
 
(7) 
 
(c) 
 
Discuss the two methods of determining ethical risk assessment 
and conclude on which one is the best and why. 
 
 
(6) 
 
(d) 
 
Discuss any two methods of BEE that can be implemented. 
 
 
(4) 
LOGIC AND LAYOUT (1) 
TOTAL MARKS (23) 
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QUESTION 2            60 MARKS 
 
Endo Biotechnology Pharmaceuticals Limited (EBP) is a company in the 
pharmaceutical sector. EBP has been in operation since 1939 and was initially started 
by a family in Cape Town who were all either qualified pharmacists, doctors or 
radiologists. This family was very passionate about providing healthcare to the public 
rather than exclusively to the private healthcare sector. As the company grew and 
started becoming one of the leading pharmaceutical providers in South Africa, the 
company had no other choice but to convert to a listed company, thereby listing on the 
Johannesburg Stock Exchange (JSE) as at 1 March 2016. The company’s financial 
year end is 28 February.  
 
The company has requested your services to assist them in dealing with compliance 
with regards to good corporate governance practices as you are an expert in this field. 
 
You are provided with the following information that relates to each of the existing 
committees within EBP: 
 
1. Board Composition 
 
EBP’s board of directors consists of: 
Director Designations 
Dr. Dan Fisher                      Executive director, chairman of the board, CEO  
Dr. James Fisher Executive director 
Dr. Lee Adams Executive director, Company Secretary. 
Jason Bull Independent non-executive director, was previously employed by 
EBP as the Finance Director two years ago. 
Luke Skycreeper Independent non-executive director, married to Dr Lee Adams. 
 
Roles and responsibilities of the board include: 
 
 Assists with the induction of directors 
 Determine the executive remuneration. 
 Source and appoint prospective directors. 
 Recommends an External Assurance Provider (Auditor) to provide assurance on the 
Financial Statements. 
 
2. Board Composition of the Audit Committee 
 
EBP’s audit committee consists of: 
Director Designations 
Ms Adele Long                      Executive director, chairman of the audit committee and has never been 
involved in auditing as she is a Chemist. 
Mr Erik Khumalo Executive director, CA(SA), has been employed by EBP for the past 10 
years. 
Note: The audit committee have only met once since inception 1 March 2015. 
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Roles and responsibilities of the audit committee include: 
 
 Appointing prospective directors. 
 Appointing external auditors and determining the audit fee the external auditors 
may charge. 
 Assist Nomination Committee with director appointment process. 
 Assists in board evaluation. 
 Ensure that there is an effective risk-based Internal Audit. 
 Ensure the Integrity of the Company’s Integrated Report. 
 Consider Business Rescue Proceedings as soon as the company is financially 
distressed. 
 
3. Remuneration Committee 
 
Roles and responsibilities of the remuneration committee include: 
 Appointing the new directors 
 Appointing the CEO and Chairman 
 
 
Additional Information: 
 
 Dr Dan Fisher  
 
o Is a son of the founder of the company, Mr Daniel Fisher Snr.  
o He read the recommendation from you discussing the lack of risk 
management in the company. He disagrees with the need for this. Dr 
Dan Fisher has stated, all he is interested in is saving lives and not all 
this silly red tape that having a company listed on the JSE entails. He 
feels that he will deal with this issue of risk management like he does 
with his patients, treat the symptoms when they appear. He says there 
is no need running tests on “potential” medical issues and views the 
company’s risk management in the same light.  
 
 
 Ms Adele Long  
 
o Has been responsible for the distribution of various chemicals that 
hospitals need in order to perform PET scans, PET stands for Positron 
Emission Tomography.  
o A PET scan produces three-dimensional, colour images of your body 
using radionuclides. In order for a PET to be successful, a simple sugar 
(like glucose) called FDG, which stands for “fluorodeoxyglucose” is 
ingested by the patient before the scan occurs. EBP is the only producer 
in the country of this radionuclide. The machinery that aids in the 
manufacturing of the product has been broken for several weeks now. 
The stock for the FDG has run low.  
o The Charlotte Maxeke Hospital in Johannesburg is the only government 
hospital that offers PET scans annually, places an order in advance in 
November of the preceding year for a year-long supply of FDG.  
o  
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 Ms Adele Long (continued)> 
 
o The hospital typically gets a discount of 30% off the normal retail selling 
price and settles the invoices in full by no later than the 31 January 
annually.  
o Ms Adele Long’s annual performance bonus is based on the sales of 
FDG, she has sent an internal memorandum to EBP staff stating: 
“Due to stock shortages – no FDG is to be sent to government hospitals 
and only to private health care facilities. By supplying to the private 
health care facilities, the company will ensure making sales as they can 
charge 30% on the selling price as a minimum and since stock is low, 
and demand is high – the company can increase the selling prices even 
higher.” 
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YOU ARE REQUIRED TO: MARKS 
 
a. 
 
 
With reference to the Board Composition. 
 
i) Discuss any corporate governance concerns from the 
above information of EPB Limited with respect to the 
composition of the board of directors, with reference to 
the Code of Governance for South Africa (King III), and 
make recommendations about how to resolve these 
issues. 
 
                Answer in a tabular format: 
Non-compliance Recommendations 
  
 
ii) In response to your above recommendations, Dr. Dan 
Fisher suggests that he will rather change Dr. Lee 
Adams’s directorship from being an independent non-
executive director executive director to an independent 
executive director. Do you agree with this 
recommendation? If not, explain why. 
 
iii) Criticise the current roles and responsibilities of the 
board of directors by stating which committee should 
be responsible for the current roles and provide three 
additional corrective roles and responsibilities the board 
of directors should in deed practice. 
 
  
  
 
(11) 
 
 
 
 
 
 
 
 
 
 
(5) 
 
 
 
 
 
 
(6) 
  
 
b. 
 
With reference to the composition of the Audit Committee. 
 
i) Discuss any corporate governance concerns from the 
above information of EPB Limited with respect to the 
board composition of the Audit Committee, with 
reference to the Code of Governance for South Africa 
(King III), and make recommendations about how to 
resolve these issues. 
 
                Answer in a tabular format: 
Non-compliance Recommendations 
  
 
ii) Criticise the current roles and responsibilities of the 
audit committee by stating which committee should 
be responsible for the current roles and provide three 
additional corrective roles and responsibilities the audit 
committee should in deed practice 
 
 
 
 
(6) 
 
 
 
 
 
 
 
 
 
 
(10) 
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c. 
 
With reference to the additional information.  
 
i) Discuss whether or not you agree with the statement 
made by Dr Dan Fisher. In your answer, explain to Dr 
Dan Fisher, the importance of risk management, the 
responsibility of management and the board of 
directors when it comes to risk management. 
ii) Give two (2) examples of risks that must be managed in 
a company. 
 
 
 
 
 
 
 
 
(9) 
 
(2) 
 
d. 
 
With reference to the additional information.  
 
 Discuss whether or not you agree with the statement made by 
Ms Adele Long by making use of the ethical triangle. 
 
 
 
 
 
(3) 
 
e. 
 
 
Discuss the two arguments that was developed by Edward 
Freeman and William Evan to Challenge Milton Friedman’s 
shareholder dominant theory. 
 
 
 
 
(6) 
TOTAL MARKS (58) 
TABLE LAYOUT (a(i) and b(ii)) (2) 
TOTAL MARKS FOR QUESTION 2 (60) 
OVERALL PRECISION AND INTERPRETATION MARKS (4) 
TOTAL FOR THE EXAM (125) 
 
 
